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Flash Report 
on main characteristics of economic processes and financial flows1 
 
 
Our analyses of any aspect of the national economy have been prepared on the basis of the 
most recent figures available. For the GDP as a whole and its components, there are only 
figures published from the quarters 1 to 3 and from the first six months, respectively. For 
wages, retail sales and balance of payments, industrial production and foreign trade, we have 
the figures from the quarters 1 to 3 while for labour market movements, consumer prices, 
industrial sales and details of general government sector, we have had numbers relevant to 
January to October. Concerning general government deficit; the figures are available from 
January to November. 
 
                                                 
1  The most important facts, macroeconomic projection and international information are contained in the 
Tables 1 to 2, 3 and 4 to 7. 
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1. International conditions  
  
Although many of the recent developments – volatile stock exchange 
developments, the US Dollar experiencing a broad  weakening – suggest 
that the situation remains fragile, the world economy has clearly, despite 
some regional differences, started to recover as stated by the large 
international organizations’ consensus. In 2004, these positive processes 
are expected to continue and strengthen. The world trade is expected to 
expand next year after a continuously shrinking trend since 2001. 
According to the European Commission’s estimates, it may accelerate 
from 4.4 per cent to 7 and 8 per cent in this year and 2004 to 2005, 
respectively. 
More and more 
encouraging signs in the 
world economy 
  
With regard to economic performances in the major regions, both the 
IMF and the OECD, as well as the European Commission forecast the 
same pace of GDP growth. The upturn is still driven by  the United 
States’ economic performance  where investments are gradually taking 
over the leading role of consumption in generating economic growth,  
says the OECD. Economic growth is expected to reach 2.6 to 2.9 per 
cent or a few tenths higher than indicated by the former estimates for 
2003, while GDP may increase by 3.8 to 3.9 per cent in 2004. The Euro 
zone economy has slightly picked up recently against the stagnation in 
the first six months of 2003. Based on IMF figures, 0.4 to 0.5 percent 
and 1.8 per cent of GDP growth is expected for 2003 and 2004, 
respectively (European Union’s estimates are 0.7 to 0.8 and 1.9 to 2.0). 
Despite persistent structural problems, Japan has further shown 
improving performance with growth expectations of 2.0 to 2.7 per cent 
and 1.4 to 1.8 per cent for 2003 and 2004, respectively. 
GDP growth 
  
Along with the consolidating geopolitical tensions, oil prices have been 
stabilized and confidence indices strengthened. Analysis’  do not count 
on factors causing inflationary pressure at present. The low inflation 
allowed  the real disposable income available to European households to 
increase, from which the region’s economy is most likely to benefit – 
according to the European Commission’s assessment – due to a 
strengthened internal consumption. 
Inflationary pressure 
still not in view 
  
The U.S. economy has continued to be troubled by imbalances despite 
the recovery at an encouraging pace. In particular, large deficits of 
government budget and in the balance of payments as well as the heavy 
indebtedness of the American households may cause further weakening 
of the U.S. Dollar – thereby blocking the European recovery just started. 
Another major appreciation of the euro could, at the same time, 
undermine the growth of the manufacturing industry in the Euro zone. 
Downside risks 
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In the euro region, which is a  key factor in determining Hungarian 
export developments, a lower-than-expected improvement of 
performance came about in the second six months of 2003. Based on the 
international organizations’ forecasts of last autumn, further moderate 
improvement is definitely expected. According to OECD estimates, the 
dynamics of external demand of Hungary’s main export markets will 
only approach the lower end of the growth range of 5 to 10 per cent at 
2004 year-end,  although that growth range characterized  the second six 
months of the period from the late 90s to the end of 2001. 
So far only a sluggish 
buoyancy of the market 
shown that may well 
improve from 2004 
  
 
 
  
From this all, the Hungarian export dynamism seems to have reached the 
bottom in the period between the second six months of 2002 and the first 
in 2003 when X box production discontinued and IBM withdrew some 
of its activities. At that time, the pace of increase for Hungarian exports 
that showed positive figures throughout the period less one quarter while 
external demand narrowed in fact hardly exceeded the level of external 
demand. However, in the third quarter of 2003, a strong upturn has 
already shown related to the lower basis. The continuation of this, the 
moderate buoyancy in the external demand as projected could provide 
the possibility of the fast relative acceleration of Hungarian catching up. 
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-5
0
5
10
15
20
25
I. II. III. IV. I. II. III. IV. I. II. III. IV. I. II. III. IV. I. II. III. IV.
2000 2001 2002 2003 2004
An
nu
al
 p
er
ce
nt
ag
e 
ch
an
ge
External demand Exports
 6
2.  Growth  
  
The slowdown of Hungarian economic performance stopped in the third 
quarter. Based on preliminary figures, the gross domestic product 
increased by 2.9 per cent slightly above the analysts’ expectations. Thus, 
the rate of GDP growth in the whole of the first three quarters went up 
by 2.7 per cent. 
Accelerating growth 
  
 
 
  
This economic growth came to pass under the continued adverse 
conditions in foreign markets. Preliminary figures show that economic 
performance of our major trade partners, especially in the Euro zone, 
hardly changed in the third quarter. What is more, the German GDP 
having outstanding importance for Hungary was shrinking again. 
Measured by international standards, our economic growth is still 
considered high. 
 
  
The unfavourable GDP composition marking the former quarters in 
terms of sustainable growth turned for the better. Increasing corporate 
investments and the acceleration of exports also contributed to the 
economic growth in addition to the dynamic private consumption. 
 
  
In the first six months, the household consumption rose just below 8 per 
cent in line with a substantial earnings outflow and falling financial 
savings. In the second quarter, the pace of growth somewhat decelerated 
to continue as estimated in the third quarter as well. This can be reflected 
in retail sales and real wages increasing a bit lower than in the first six 
months. However, in the last quarter consumption may resume to pick 
up as a result of VAT changes for 2004 and additional transfers in 
November. Like in our Flash Report of last September, household 
consumption is projected to grow at 7 to 8 per cent for 2003 as a whole. 
Consumption dynamics 
still on hold 
 
The quarterly GDP growth rate in Euro-zone, the Czeh Republic, 
Poland and Hungary
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After modest growth rate in the first six months, investments of national 
economy significantly expanded. The formerly so adverse composition 
improved remarkably. Investments in machinery and equipment rose by 
almost 17 per cent in the period from July to September following a 
growth of 10.7 per cent in the second quarter while manufacturing 
investments as indispensable for faster economic growth very strongly 
expanded. Also a reference to buoyant investment activity is a growth of 
dwellings put to use at nearly 9 per cent in the third quarter against the 
drop thereof in the first six months of 2003. At the same time, the 
investments of general government following a considerable high 
growth rate in 2002 decreased in the first nine months. 
Corporate investments 
significantly expanded 
  
Assuming further acceleration of corporate sector investments and 
housing recovery on a longer run, a growth rate of 4 to 5 per cent in the 
last quarter seems to be possible. Thus our investment projection of 3 to 
4 per cent has not been adjusted. 
Investments expected to 
rise 3 to 4 per cent in 
the year 
  
The international business cycle did not change significantly in the third 
quarter. Exports of goods and services rose slightly (2.4 per cent) in the 
first six months due also to that high reference figure of 2002. Export of 
services largely fell including particularly proceeds from the tourism. 
 
  
The growth of exports in goods in the third quarter was near to 10 per 
cent. For the rest of the year, further acceleration of exports is estimated 
as supported by the capacity of production enhanced by manufacturing 
investments, the weakening HUF exchange rate as well as a significantly 
lower reference. As a result of export upturn, our projection for 2003 has 
been modified upwards to 4 to 6 per cent. 
Export growth launched 
in quarter 3 
  
In the first three quarters, the imports largely – by almost 10 per cent – 
exceeded the relevant figure in the same period of previous year. Behind 
the strong growth of imports there were still consumption purposes 
(motor vehicle imports in particular) as well as investments of 
machinery and equipment increasing manufacturing output to involve 
rising imports while those of fuels, electric energy were also significant. 
For the last quarter, the continued trend is likely; therefore the growth of 
imports is projected at 8 to 10 per cent after a slight adjustment upwards 
to our former projection for the whole year. 
Imports continued to 
grow dynamically 
  
The composition of GDP made a turn for the better. Industry value 
added resumed to increase following stagnation in the first six months 
within which the value added in manufacturing went up significantly. In 
the services sector the significant growth continued. Agricultural 
production could not even reach its last year’s low level due to the 
drought. In the third quarter, construction achieved the very high level of 
2002 following a remarkable drop in the first six months. For the rest of 
the year, stepping up is likely both in industry and construction. 
Manufacturing sector 
increased its value 
added 
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Based on the favourable trends observed in the third quarter, the 
Hungarian economy seems to return to the investment and export-
oriented growth path, which characterized the previous years. However, 
the rate of GDP growth may not exceed 3 per cent due to weak 
performance in the first six months. 
Growth estimated at 
about 3 per cent for 
2003 as a whole 
  
2.1 Wages and earnings  
  
Monthly nominal earnings in gross of full-time employees averaged up 
by 13.5 per cent in the first three quarters of 2003 from the same period 
of the last year, based on KSH figures. In the business sector (for 
enterprises with a staff of 5 at the least), pay increases achieved 8.8 per 
cent while the public sector saw an increase of 22.9 per cent. 
 
 
KSH earnings and staffing indices on the average of the first nine 
months 
The same period last year = 100 (%) 
 
                           National economy                Business sector                      Budget 
                             2002     2003                       2002      2003                   2002    2003 
Index of average  118.3   113.5                       114.0    108.8                    129.3  122.9 
wage in gross 
Index of average  118.6   117.0                       115.2    113.8                    126.9  123.1 
wage in net 
Index of real         112.5   112.1                      109.3    109.0                    120.4  117.9 
wages 
Staffing                  99.8   100.9                         99.1      99.9                    100.8  103.1 
 
Growth rate of gross 
earnings continued to 
decelerate 
Contribution to the GDP growth
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Dynamics of gross earnings did not change significantly from the figures 
of the first six months. With a minimum of sectoral re-arrangements, 
services sector produced an above-the-average earnings growth in the 
business sector, reflecting the fast-increasing households’ demand while 
in the productive sector or in certain branches of manufacturing sector – 
where competitive barriers are strongly effective – the growth remained 
below the average. The 12-month gross average earnings indices of the 
business and governments sectors largely converged to one another in 
the recent two months. In our calculations, by the middle of next year 
the rate of 12-month average gross earnings change in the public sector 
will meet with the same figure of business sector. The wage policy 
measures in September last year in the government sector explained the 
accelerated rate of growth. From this September this effect of the 
reference basis has ceased, therefore, the dynamics is expected to 
decelerate a lot. On the average of 2003, the growth indices of gross 
earnings are estimated at about 8.8 per cent and 19 per cent in the 
business sector and the government sector, respectively. 
Stable earnings growth 
at above 8 per cent in 
the business sector 
  
 
 
  
In the government sector, some wage policy measures were taken earlier 
in the year. In particular, the government increased the salaries of the 
civil servants as well as the judges and prosecutors received higher 
remunerations in two steps from July and November of 2003. In 
addition, wage developments in the public sector have been determined 
by the pay increase of public servants in September 2002. Excluding this 
effect average earnings of the public sector rose about 6 per cent in the 
year. However, even this moderate pace of growth is not able to offset 
the effect of basis reference from the wage increase of 50 per cent in one 
quarter. While the gross earnings dynamics significantly were lowered in 
the public sector it must be considered still very high at almost 23 per 
cent. 
Pace of earnings growth 
still high in the public 
sector 
  
Average earnings during the last 12 months
(previous 12 months = 100)
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The growth rate of net earnings somewhat decelerated in the quarter 3. 
In the first eight months of 2003, it was indicative that the gap between 
the growth rates of gross and net earnings was diverted by the tax credit 
increased with effect of September 1 2002 in favour of net earnings. 
This difference turned for the gross earnings in September this year as 
had been expected to result in being levelled off on the average of nine 
months. To the contrary, net earnings indices were higher than those of 
their gross counterparts in each branch of the business sector. 
Growth of net earnings 
strongly decelerated 
  
Earnings in real terms of full-time employees (based on a consumer 
price index increased by 4.4 per cent) rose 12.1 per cent from a year 
earlier. In the business sector, real earnings rose 9.0 per cent while 
public sector saw an increase of 18.0 per cent, both from a year earlier. 
In the business sector the growth of real earnings largely exceeded 4,5 
per cent as averaged real earnings recommended by the National 
Coordination Council for 2003. 
Real earnings grew 9 
per cent in business 
sector 
  
Gross earnings on a national economy basis are estimated at 11 to 12 per 
cent in 2003. The annual earnings growth is averaged up by 8.5 to 9.0 
per cent and 19.0 per cent in the business sector and in the government 
sector, respectively than were in 2002. 
Wages are expected to 
grow at 8.5 to 9 per cent 
in the business sector. 
  
2.2  The employed and unemployed  
  
Based on KSH institution statistics, the number of those employed by 
enterprises staffed at 5 at the least, as well as those with government and 
social security agencies in total increased by 0.9 per cent in the first 
three quarters of the year. In the context, the number of those employed 
in the business sector fell by a minimum (0.1 per cent) while public 
sector increased staffing by 3.1 per cent. 
Number of the employed 
increased by almost 1 
per cent 
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In the unemployment statistics favourable trends could be observed to 
continue in the first ten months: 
2. Number of the unemployed and the rate of unemployment 
decline; 
2. Rate of unemployment for the youth also declined; 
2. Number of the employed increased; 
2. The number of the employed increased; 
-  The number of those economically active increased. 
 
  
In the age group from 15 to 74, the number of those economically active 
(total amount of the unemployed and employees) rose 1.5 per cent in the 
quarter 3 from a year earlier while the number of then unemployed fell 
by 2.1 per cent. In the same context, the number of the employed rose 
1.8 per cent. The participation rate declined only in two regions of the 
seven, namely in West Transdanubia by 0.8 percentage points and in 
South Plain by 1.5 percentage points. In these two, the number of the 
employed fell as well. In 2002 Hungary’s employment rate in the age 
group of 15 to 64 (56.2 per cent) was 8 percentage points behind the EU 
average (64.2 per cent). This lag could well be somewhat mitigated in 
2003. 
The number of those 
economically active 
increased 
  
The unemployment rate estimated for the average of the period from 
January to October was 5.9 per cent, exceeding by hardly 0.1 percentage 
points the calculated average of the first ten months of 2002. The rate of 
unemployment has been continuously declining from the beginning of 
the year. In particular, in the first three quarters it showed 6.4 per cent, 
5.8 per cent and 5.7 per cent, respectively. 
The 10-month rate of 
unemployment was 5.9 
per cent  
  
The unemployment rate of the youth (age group of 15 to 24) was 14.4 
per cent in the quarter 1 to plunge in the quarter 3 (August to October) to 
13.0 per cent or also, lower than had been a year earlier by 1 percentage 
point. (EU Member States’ rate in the same context was 15.8 per cent in 
September as the mid-month of the relevant period.) 
Unemployment figure of 
the youth has improved 
  
On the average of 2003, the ILO rate of unemployment is expected to 
remain below 6 per cent while the number of the employed will rise 1 
percentage point from the average of 2002. 
 
  
2.3 Consumption and retail trade  
  
Based on recent CSO figures of national accounts published early in 
October, the household consumption growth somewhat mitigated in the 
second quarter of 2003 while remaining still high at 7.9 per cent in the 
first six months of the year. 
Pace of consumption 
growth still high 
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Based on the household survey by CSO, current consumption 
expenditure (not containing purchase of durables of great value) 
surpassed by 8.3 per cent the volume in the same period a year earlier. 
 
  
The volume of retail sales continued to strongly rise, though at a 
fluctuating monthly rate in the quarter 3. Sales volume excluding vehicle 
and fuel sales, adjusted for working days increased by 8.5 per cent and 
8.4 per cent in the third quarter and in the months from January to 
September in total, respectively, compared to the same periods of last 
year. This rate of growth exceeded the retail dynamics in all the EU 
countries for 2003. It was only Latvia and Lithuania among the acceding 
countries where the retail sales grew faster than in Hungary. 
Growth rate of retail 
sales outstanding by 
international standards 
  
Total retail sales volume without adjustments exceeded by 8.3 per cent 
the last year’s figure for the first three quarters of 2002. 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
Sales of motor vehicles and parts thereof increased dynamically in the 
whole year by 13.5 per cent over 9 months. At the same time, fuel sales 
increased only by 1 per cent in the relevant period. Possible reasons for 
the gap in pace between those two are illegal fuel purchases and falling 
tourism.  
 
  
Volume indices of total retail sales in 2003
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Due to additional benefits (pension for the week 53, retroactive 
supplementary pension benefit, increase of widow pension benefit, 
disbursement of income replacement related to child-care benefit) as 
well as the pre-emptive purchases with a view to the next year’s VAT 
increases, retails sales are not projected to drop in the last months of the 
year. So the household consumption is estimated to grow at 7 to 8 per 
cent for the year as a whole. 
Consumption and retail 
sales are unlikely to 
plunge in the rest of the 
year 
  
2.4 Investments  
  
In the first three quarters of 2003, investments in the national economy 
rose by 2.1 per cent. In the third quarter investments increased by 4.4 per 
cent following their fall by 1.2 per cent in the first and rise by 1.7 per 
cent in the second. 
The volume of 
investments went up by 
4.4 per cent in the third 
quarter 
  
 
 
  
This buoyancy of investments is considered encouraging. It is also 
evidenced by the fact that the composition of investments further 
improved and this trend strengthened in the third quarter. In the 
background, there stood the following sectors with investment 
expansion figures below: marked growth of corporate/manufacturing; 
machinery: 17 per cent; shrinking in construction: -4 per cent; the 
general government investments with mitigated dominance. The 
investments of the general government shrank 38 per cent, 19 per cent 
and 17 per cent in the first three quarters, respectively, following their 
increase by 38 per cent in 2002 as a whole. Manufacturing investments 
grew by 4 per cent and 27 per cent in the first two quarters and in the 
third, respectively following their shrinking by 10 per cent in 2002 as a 
whole. In the first three quarters of 2003, i.e. until the end of September, 
investments of the general government went down by 14 per cent while 
manufacturing sector produced the volume of investments higher by 13 
per cent. 
In addition to the 
increase of volume of 
investments, their 
composition also 
improved. Corporate 
and machinery 
investments expanded 
while those of the 
general government and 
construction dropped. 
Manufacturing 
investments grew by 27 
per cent in the third 
quarter. 
Volume indices of investment in the national economy
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A similar process was shown for investments by the enterprises. In 
particular, corporations with more than 49 employees reduced their 
investments volume by 3 per cent in 2002, and in the first quarter came a 
stagnation to rise 5 per cent and 8 per cent in the second and third, 
respectively. In parallel investments by general government were 
shrinking from quarter to quarter (by 14 per cent, 16 per cent and 20 per 
cent) following the volume growth of 24 per cent in 2002 
 
  
The number of dwellings put to use (15,408) until 30 September 2003 
was 2 per cent lower (in the third quarter increased by 9 per cent) while 
the number of dwelling construction permits issued (41128) 15 per cent 
higher than had been in the same period of last year. The number of 
dwellings to be finished in the year is expected to exceed the last year’s 
figure (31,511). The increasing number of dwelling construction permits 
issued is, however, a sign of future growth in this activity. 
Housing activity rose by 
9 per cent in the third 
quarter but in the year 
as a whole, the number 
of dwellings is expected 
to surpass the 
corresponding last 
year’s figure. 
Volume indices of investments by categories
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For the year as a whole, the investments of national economy are 
projected to rise 3 to 4 per cent, in addition to the composition of those 
to be further improved. In the background of this rise, business 
investments are the crucial factor and, to a smaller extent, housing 
activity. Investment ratio may be around 22 per cent. 
2003 volume of 
investments to grow at 3 
to 4 per cent while their 
composition to improve 
  
2.5 Foreign trade  
  
Based on the facts and figures published in the recent months and 
occurrences in the national economy, it must be assumed that the 
growing deficit of trade balance and imports rising always faster than 
exports are increasingly to make the surrounding phenomena of an 
economy being in preparation for development and investments 
acceleration. 
Widening deficit of trade 
balance to increasingly 
suggest growth efforts 
  
The question of how powerful and permanent will be the recovery 
motivating the expectations of enterprises (largely the big ones) and 
expected to take place is now difficult to answer. However, investor 
confidence, industrial output set to grow fast and inventory taking, etc. 
clearly suggests the signs of economic upturn. In this context, the 
deterioration of external balance, particularly the trade deficit as 
determining factor thereof implies positive processes as well. 
Deficit of financing and 
the lack of stable 
background of savings 
are a cause of concern 
  
After spectacularly declining in the first six months of the year (from a 
relatively high reference value of the last year), the export volume 
growth was well above the last year’s pace in August and September. 
Comparing quarterly paces, the export pace of the third quarter would 
suggest still more spectacular acceleration. 
Export growth 
substantially 
accelerated in last 
quarter  
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The pace of imports continued to grow very fast in the third quarter as 
well to maintain this high rate of growth in the fourth as estimated. The 
negative gap in pace between exports and imports in favour of the latter 
significantly declined in the recent months (mainly the last two). This 
trend is hoped to continue. 
The pace of imports 
expected to remain high 
until the end of the year 
  
With the usual adjustments included, in the period of January to 
September of 2003, the exports made up euro 27.2 billion while imports 
cost euro 30.7 billion at the same level and 4.8 per cent higher as and 
than had been in the previous year, respectively. (In HUF terms, exports 
and imports grew at 2.9 per cent and 7.8 per cent, respectively. In USD 
terms, the indices showed a rise of 20 to 25 per cent.) In voluminous 
terms, exports and imports increased by 4.7 per cent and 9.2 per cent, 
respectively, from a year earlier. The pace of turnover had been 
continuously growing since June while the pace of imports growth was 
much higher. 
 
  
 
 
  
In view of export commodity structure, it was the main commodity 
group of machinery (with the exception of raw material export of 
insignificance weight) to achieve the highest growth at 10.0 per cent. 
The export of food products exceeded by 4.1 per cent the last year’s 
level. Industrial export rose 4.7 per cent from a year earlier. Exports of 
manufactured products and energy resources (with insignificant weight) 
fell by 4 to 5 per cent measured on the last year. 
Engineering export had 
a major increase as a 
key driver of industrial 
exports. 
  
Foreign trade of goods
(seasonally adjusted and trend data)
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The volume of imports increased considerably in every group of 
commodity. In this context, the fastest growth was seen for machinery 
(10.6 per cent) while energy resources produced a growth roughly 
similar thereto (10.2 per cent). The imports of foods and manufactured 
goods rose about 7 per cent.  The smallest growth was seen for raw 
materials. In addition to investment goods’ import growth among 
consumables, particularly the imports of cars showed important increase. 
Furthermore, considerable growth was seen for medicines and clothing 
products. 
 
  
In view of relational breakdown of export growth, it made up only 1 to 
2 per cent into the advanced countries while Eastern European countries 
and developing countries absorbed 18 and 16 per cent more, 
respectively, showing a dynamic growth. In context of import growth, 
the advanced countries increased their Hungarian exports by 6.8 per cent 
(of which EU represented 5.6 per cent) while goods imported from 
Eastern Europe and the developing countries made up 12.3 per cent and 
16.3 per cent more than a year earlier. Thus, the weight of East European 
region in the exports rose to 15.7 per cent from 13.7 per cent while in 
terms of imports, it meant a rise from 16.4 per cent to 17.6 per cent. 
Naturally, advanced countries (including particularly the EU) produced 
80.2 per cent and 66.4 per cent (of which EU accounted for 56 per cent) 
in exports and imports, respectively. 
Eastern European 
countries’ share rose 
both in the exports and 
imports of Hungary 
  
 
 
  
Although big enterprises had had a considerable share in the decline of 
exports and meanwhile their imports had been also mitigated relatively, 
they quickly increased their sales and achieved an active balance to 
continuously be improved. 
Boosted sales for big 
enterprises in recent 
months 
  
The trade balance deterioration of euro 1.4 billion in total was 
particularly attributed to the significant decline (more than EUR 1 
billion) of active balance against advanced countries and a smaller 
growth of passive balance against developing countries. 
The deteriorated 
balances were 
particularly due to the 
erosion of Hungary’s 
active balance against 
the advanced region 
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The imports will continue to grow faster than exports in the remaining 
months of the year (the acceleration of both is expected). Accordingly, 
the balance may well get worse than formerly estimated by euro 200 to 
300 million. The deficit of trade balance is expected about euro 5 
billion. 
 
  
2.6  Production  
  
Based on preliminary figures by CSO, the industry continued to pick up 
dynamically in January-October. The industrial production exceeded 
the last year’s growth (1.9 per cent) by 5.3 per cent. 
Growth of industrial 
production accelerated 
  
 
 
  
Details are available until September saying that industrial production 
doubled by 2003 after a growth of 2.3 per cent in the first three quarters 
of 2002. The expanded production remained export-oriented since 
domestic sales rose only by 0.6 per cent. 
 
  
The production by industrial enterprises staffed at above 5 rose 4.9 per 
cent between January and September while the manufacturing sector’s 
growth performance was 4.7 per cent. The two leading manufacturing 
branches, i.e. electric engineering and vehicle outputs rose above 10.0 
per cent. The third largest output growth was seen in metallurgy. For 
evaluation purposes, it should however be taken into account that 
metallurgy performance was more than 3 per cent lower in 2002 than 
had been in the same period of the previous year. Production of 
chemicals increased by above 6 per cent. Food industry output making a 
sixth of manufacturing was 0.6 per cent left behind the corresponding 
last year’s figure. Leather and textile industries continued to show strong 
crisis phenomena in the traditional light industry sector. 
Manufacturing output 
growth to accelerate 
from month to month 
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Production by large enterprises with a weight of some 85 per cent in 
exports rose above the average while their domestic sales fell by almost 
2 per cent from 2002. Mid-size enterprises’ output and domestic sales 
also surpassed those of the large ones while their export growth was the 
same. A miner output fall was coupled with a major decline (12 per 
cent) in exports. 
Positions of mid-size 
and large enterprises 
strengthened 
  
Production volume of the industry per capita rose 7.3 per cent between 
January and September while labour force shrank by 2.3 per cent. The 
European Commission recently published a study of productivity rates in 
the acceding countries. In their ranking based on 2001 figures, Hungary 
was the first among acceding countries. In particular, its productivity 
measured on purchase power parity would be equal to 71.3 per cent of 
EU average in 2000. 
Industrial productivity 
grew at more than 7 per 
cent 
  
  
  
In the first nine months, the industrial export sales exceeded by 7.9 per 
cent the growth of 4.6 per cent in the same period of 2002. In the 
context, manufacturing export sales were 8.2 per cent higher than a year 
earlier. Export dynamics exceeded even the output growth for electric 
engineering, devices (due particularly to the pick-up of exports in 
telecommunication products and electronic parts) and manufacture of 
vehicle industry while their domestic sales grew at closely 9 per cent. 
There were determining for three subsectors such as agricultural 
chemicals, detergents and medicines to induce a spectacular export 
growth of chemical products. Food industry increased its export sales by 
8.5 per cent in the year while showing domestic sales lower by 3 per 
cent. 
Clear export orientation 
behind industrial output 
growth 
  
Volume indices of sales in the industry
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It is however unfavourable that export selling prices in the 
manufacturing sector were 0.8 per cent lower, moreover at the field of 
the most dinamical exporters, namely electric engineering and devices 
industry the export prices left behind by 3.6 per cent compared to 2002. 
Export price index of chemicals production stagnated. 
Export selling prices 
lower than last year 
  
The prime manufacturing branches had a volume index of new export 
orders of September exceeding 24 per cent. Export demand for electric 
engineering products and chemicals increased by 38 to 39 per cent. 
New industrial export 
orders encouraging 
  
Production and investment figures of the first three quarters also 
underscore the assumption that manufacturing businesses were able to 
essentially prevent the adverse conditions. Despite international 
downturn, the innovative branches could step up their export sales on 
the merit. For the enterprises, mainly serving the domestic market, it was 
unfavourable that the raised domestic purchase power was not 
concomitant with the raised domestic demands for their products. 
Although the rate of FDI was lagging behind that in the previous years, 
business investments gained a new impetus as shown by the figures. 
Supplier network based on high technology continued to swell, 
particularly in the fields of vehicle and electronic industries. There are 
several multinationals to have relocated manufacturing divisions or 
regional centre of finance and accounting as well as IT units into 
Hungary from Western European they will do so in the near future. 
Capital withdrawal, particularly from light industry caused a forced 
restructuring. As a result, the weight of these branches further dropped. 
Effective manufacturing 
activity 
  
Based on the figures of the first three quarters of 2003, our estimates 
relevant to industrial production are expected to realise at about the 
highest of 4 to 5 per cent. 
Annual industrial 
production may grow at 
about 5 per cent in 2003
  
The construction made up for its arrears of 2002 from month to month. 
However, its performance in the first nine months was 1.8 per cent lower 
than had been the outstanding rise of 202 per cent in the same period of 
2002. The largest setback 10 per cent lower from a year earlier in the 
period of January to September was still seen for structure-ready 
buildings, which is of determining weight. The performance of finishing 
constructions, representing a tenth of construction became stagnant in 
the year due to the decline of 15 per cent. At the same time, 
constructional assembly with 25 per cent of the industry made a further 
acceleration in September to increase by 13.1 per cent in the year as a 
whole. 
Construction 
performance still below 
the 2002 level 
  
Output decline in the building industry went along with a price increase 
of 5.5 per cent in the period of January to September, or of close to 6 per 
cent for the structure-ready buildings in construction. 
Price increase in 
construction exceeded 5 
per cent 
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Figures of orders were still unfavorable. The volume of contracts was 6 
p.c. lower from 2002. New contracts made in the relevant month and 
cumulative stocks of those as of the beginning of the year were 25 per 
cent and 35 per cent left behind the last year, respectively. 
 
Even in view of the orders' stock, it must be increasingly obvious that 
our estimate for 2003 performance of the construction needs adjustment. 
Accordingly, 2003 output of the construction is expected at about the 
lower end of the range from 0.0 to 1.0 per cent 
Orders' stock not 
encouraging 
 
 
 
construction output may 
slightly surpass the last 
year's corresponding 
figure 
  
Agricultural production – mainly due to extraordinary wheather 
conditions- is not likely to meet the last year's level, which had been 
otherwise rather low. The largest loss was seen for eared corn where 
crops amounted to only three quarters of the last year's achievement. In 
an August survey, livestock including cuttle and pigs further declined 
while the number of poultry and sheep increased by 3 p.c. and 11 p.c, 
respectively. 
Agricultural production 
not to meet even the 
lower level of 2002 
  
The procurement of agricultural products rose 2.7 p.c. in January to 
September including the sales of livestock and animal products having 
gone up by 6 p.c. Vegetable and plant selling fell by 2 p.c. Against the 
fall of producer prices (by 5.0 .c.) in the first three quarters of 2002, this 
year brought a price increase of 3.2 p.c. For plants and vegetables,  the 
price increase achieved almost 10 p.c. (29 p.c. for wheat) while prices 
for animal products sank by 6.0 p.c.  on the average. The largest price 
fall (18.5 p.c.) was seen for pigs for slaughter. 
Agricultural 
procurement rose in 
2003 
  
Volume indices of production and the stock of orders in 
construction
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Transport companies or transport-related enterprises achieved 1.4 p.c. 
more in terms of goods delivered. In this context, domestic transport was 
close to stagnant while international transport rose 6.5 p.c. The 
performance in tons of goods and kms was however higher in every 
respect. Thus the distance covered with goods increased. For domestic 
transport public roads clearly gained ground while foreign carriers used 
rails at a higher rate than public roads of increasing volume. In  distance 
passenger services, the number of passengers fell under stagnant 
passenger kms. Local passenger services were also stagnant. 
Transport output rose 
slightly 
  
3.  Monetary flows  
  
3.1  Monetary measures  
  
Early October HUF exchange rate achieved the stronger end of 
HUF/EUR 250 to 260 band and then began to weaken again in the 
middle of that month., The National Bank of Hungary and the Ministry 
of Finance jointly announced the 2005 inflation target of 4.0 p.c. to meet 
the criteria  for the euro to be adopted in 2008. They indicated that 
inflation should be lower than 3 p.c. in 2006 for the planned accession to 
the euro zone  
By 2005 MNB inflation 
target of 4 p.c. By 2006 
inflation brought down 
below 3 p.c. 
  
Early November signs of certain yield speculation appeared in the 
secondary market in advance of government bond auctions. To stop 
yields from rising, NBH first applied to verbal intervention, and then 
bought government papers for the market to be consolidated. When the 
NBH Inflation Report was published the Monetary Council announced, 
with next year's effects and beyond of administered price increases in 
focus that monetary restrictions may be made only if 2004 prices 
increases were built in the inflationary expectations of the following 
years. 
NBH stopped the rising 
yields by buying 
government papers 
  
In view of HUF exchange rate as weakened in the end of November, 
NBH confirmed that further weakening of the national currency was 
unacceptable, and then raised the policy rate by 3.0 p.c. after a less 
effective verbal intervention. 
On 28 November NBH 
raised policy rate by 3.0 
p.c. 
  
In its communication issued on the special meeting, the Monetary 
Council emphasized that macroeconomic processes would turn for a 
better balance in many fields highlighting however that until the positive 
impact of fiscal tightening and the increase of households' savings will 
appear, NBH is to strive for achieving a stable HUF exchange rate as 
necessary for 2005 inflation target to be met by maintaining the higher 
level of interest rate. 
Until favourable 
outcome from 
restrictions NBH would 
maintain the interest 
rate high. 
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Since HUF strengthening proved to be short-lived, verbal interventions 
were taken on 2 December to bring down that high exchange rate. The 
Ministry of Finance and National Bank of Hungary had a joint 
communication that the HUF rate of exchange as formerly established 
was in conformity with economic fundamentals, and there was no need 
for a weaker HUF rate for the balance of payments to be improved. It 
was confirmed that the key objective of economic policies should be 
joining the euro zone in 2008. The announcement also suggested that the 
Ministry of Finance would strive for meeting fiscal targets of 2004 
budget despite the worsened money market conditions 
Joint communication by 
Ministry of Finance and 
National Bank Hungary 
  
3.2  Yields and interest rates  
  
In the context, there were two periods, much different from one another, 
to determine the months after September of 2002. Until October-end 
remained the yield level developed in the course of consolidation after 
the shift in HUF exchange rate in June. However, the last days of 
October came with disturbances in the Hungarian bond market. As a 
result, a very high increase of yields took place, particularly on the long 
end of the yield curve. NBH generated supplementary demand with open 
market operations (buying bonds) as a part of monetary means that 
involved fast correction. Fluctuation in yields strongly increased later in 
November. On 28 November the Central Bank raised its key rate by 300 
basis points considering the national currency significantly weakened. 
The yield level by early December was very high both in relation to the 
former figures and economic fundamentals. 
Since October-end 
significant yield 
increase 
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HUF yields are closely related to euro yields. Yield increase that started 
in June provisionally reversed in September while long-term euro yields 
resumed to grow from October. As a result, the European yield curve 
seemed similar to that early in the year or just the same as was in early 
September except for the short end. In recent months, short-term yields 
were stable, and the market did not price any change in interest rates at 
that time. 
 
  
Euro yield curve
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Since the consolidation - at a higher level - of the Hungarian premium 
(above the euro) after the interest rate hikes in June, that level continued 
until October-end. What is more, even a modest fall was observed for 
the long-term yields. However, due to the developments of government 
bond market in November and the interest rate hike of 300 basis points, 
the Hungarian premium largely increased, exceeding 1,000 basis points 
in the 3-month segment. Meanwhile the Czech and Polish premiums 
remained stable in the short end while long-term yields produced higher 
premiums with the other two countries as well, especially in Poland. 
Hungarian premium 
above the euro 
significantly increased 
  
HUF yield differentials over Euro yields
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The three-month money market interest rate did not change significantly 
until October-end in line with the fact that the Central Bank's key rate 
remained unchanged until then. Interest rates on short-term loans to non-
financial enterprises closely followed the development of the three-
month rate or - indirectly - of the key rate. Average long-term interest 
rate on credit followed the same path in trend. However, due to a one-off 
effect, significant increase and decrease were made one after another. 
Households' deposit rate in total changed similarly to the other 
segments. 
 
  
 The base rate of the NBH and main corporate and household 
sector interest rates
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The increase of real interest rates started in February stopped in August. 
Ex ante real interest rate fell almost by a half percentage point. Thus, 
after a six-month period since 2002 November it was positioned around 
the long-term average again. At the same time, the significant increase in 
yields in November and December should result in higher real interest 
rates. 
Real interest rate 
increase came to a halt 
provisionally 
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3.3  Exchange rate developments  
  
After the shift in the position of central parity carried out on 4 June, the 
HUF rate of exchange temporarily weakened due to an early 
communication less effective and the market overshooting. As a result 
of measures taken and better communication, the market slowly seemed 
to settle. The exchange rate was stronger than 260 HUF/EUR throughout 
the period from the last third of August to the end of October. In that 
period, HUF rate of exchange was much stabler compared to the volatile 
times of June and July. At the same time, it was also observed that the 
indicators of market uncertainty resumed to grow in September. Behind 
money market uncertainty developed from end-October and further 
increased from the end of November there were partly contagion effects 
from foreign markets, but misunderstanding of economic policy 
behaviour and communication also contributed to this situation. All this 
had a negative impact on the exchange rate generating a typically weaker 
Forint below 260 HUF/EUR in last week of November and 270 
HUF/EUR in the first days of December. Improving economic 
fundamentals - a positive shift seen in many points - and coordinated 
measures of the Central Bank and the Government were jointly and 
gradually to cause investor sentiments to turn for the better as expected. 
HUF exchange rate 
stronger than 260 
HUF/EUR from the last 
third of August to end-
October weakening to a 
level not in accordance 
of Hungary's economic 
fundamentals by the end 
of November and early 
December, from that 
level strengthening 
expected 
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Comparing the exchange rate developments of the Czech Crown, the 
Hungarian Forint and Polish Zloty, it is established that the exchange 
rate proved to be the stablest during the year. The weakening of HUF 
exchange rate was almost equal to that of PZL in the period of June to 
August while in the major part of that year was smaller than that. 
However, in the first days of December depreciation of HUF was the 
largest.  
The Czech Crown 
stable, Polish Zloty 
significantly weakened 
while performance of 
Hungarian Forint 
between the two others 
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HUF, Zloty and Crown Relative Performance vs. EUR 
(01.01.2003=100%)
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The Hungarian national economy’s competitiveness had been considered 
advantageous by international standards a few years ago, but for the 
years of 2001 and 2002 it got worse. In that period real appreciation was 
16 p.c. on consumer price index basis and 18.2 p.c. on manufacturing 
unit labour cost basis. Determinant factor of real appreciation was the 
significantly higher wage increase compared to the moderate 
productivity gains. 
The real effective 
exchange rate index 
showed significant 
deterioration of 
competitiveness in the 
recent two years 
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Comparing the average of the first three quarters of 2003 with the same 
period of 2002, real effective exchange rate indices measured on 
consumer price index basis and manufacturing domestic sales index 
basis showed further real appreciation, though to a significantly 
declining rate. It is, however, very important that no deterioration was 
observed in the first five months of 2003 in relation to the end of 2002. 
 
  
From June as a result of the weakening nominal exchange rate, the shift 
in trend had been significant and competitiveness began to improve. 
Concerning real effective exchange rate index measured on unit labour 
cost basis, there are figures available for the first half of the year. The 
trend of competitiveness measured on cost basis was similar to that 
measured on price basis while the comparison of the average of the first 
half of the year with the same period of 2002 indicated only the 
slowdown of real appreciation. At the same time, both the figures of 
quarter 1 and quarter 2 signalled a modest improvement in relation to the 
last quarter of 2002. In 2003 competitiveness made a significant shift in 
trend both in terms of price and cost-based calculations. Against the 
background the deterioration of competitiveness in the recent two years, 
stagnation is most likely for 2003 as a whole. In addition to the fact that 
competitiveness in cost terms could be positively influenced by the 
weaker exchange rate, the growth rate of domestic unit labour cost may 
drop step by step in the future due to more dynamic production and 
strengthening harmony between improving productivity and moderate 
wage increases. 
Significant shift in trend 
of competitiveness can 
be observed following 
the significant 
deterioration of recent 
two years, in 2003 
stagnation be expected 
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3.4  Financial markets  
  
3.4.1  Banks, insurance companies and funds  
  
In the banking sector the ratio of foreign ownership did not change 
significantly in the first six months while due to privatisation deals made 
since then (Postabank and Konzumbank), foreign-owned share exceeds 
90 per cent by now. The speculation attack in January 2003 and HUF 
depreciation in June had a significant impact on the balance-sheet. In 
particular, the balance-sheet total of the banking sector increased by 12.6 
per cent of which quarter 2 accounted for close 8 per cent. 
 
  
Loans made a very important increase by 17.5 per cent in the first six 
months. Loans to enterprises rose almost 14 p.c. from the end of 2002. 
This could be considered to bode well for economic growth. However, 
the major source of credit expansion was loans to households with an 
increase of 28.6 p.c. Accordingly, loans represented increasing share in 
the assets exceeding 60 p.c. Restructuring of liquid assets into lending 
expansion continued. Client deposits rose only by 1.0 p.c.  over a period 
of such credit expansion. Therefore the ratio between deposits and loans 
(93.8 p.c.) further dropped. 
Stable financial sector, 
increasing total amount 
of balance-sheet and 
credit expansion 
  
Quality of banking sector’s portfolio further improved slightly in quarter 
2 with relevance to both the enterprises and the households’ loans. The 
sector’s earnings and profitability was very beneficial just like in the 
quarter 1. Capital positions continued at a stable level while during the 
quarter, the solvency ratio fell due to the fast increase of risk-weighted 
total assets. 
 
  
The insurers’ premium revenue rose further. The sector's insurance 
technical reserves and security capital significantly grew compared to 
the end of 2002 as well as to quarter 2 of that year. 
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Private pension funds and voluntary pension funds were still dominant 
in the funds' sector. The number of membership increased in quarter 2, 
but remaining lower than had been in the same period of 2002.  The 
payments in value strongly increased as a result of the fact that the 
membership dues rose by 1 percentage point, gross nominal wages in 
gross increased and because the number of members was higher. The 
assets managed by the funds grew by 9 per cent and almost by 30 per 
cent in the quarter and over one year, respectively. The portfolio 
structure did not change significantly. Government securities kept their 
dominance. 
 
  
3.4.2  Mutual funds  
  
In the quarter 3 of 2003, assets managed by the mutual funds fell by 
HUF 60 billion due to redemptions given that asset prices increased 
during the quarter. The largest drop was seen for money market funds 
and bond holdings while the net assets value of real estate funds 
continued to significantly grow. Thus their share exceeded 5.0 per cent. 
Mutual funds’ net assets 
value dropped in 
quarter 3 
  
Investment funds*
Domestic Equity 
Fund
4%
Domestic 
Combined Fund
1% Domestic Real 
Estates Fund
6%
International Fund
5%
Domestic Money 
Market Fund
19%
Domestic Bonds 
Fund
65%
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4.  Inflation  
  
Based on CSO figures, the inflation rate was stagnant in quarter 3 after 
the shift in trend of quarter 2 of 2003. The 12-month rates began to 
increase in October and the same trend is likely for the following two 
months. Accelerated inflation was due to the weaker Hungarian Forint, 
some measures on administered prices as well as increasing agricultural 
prices. Strong seasonal short-term influence is showed by the 
development that CPI during fast disinflation remained below the core 
inflation while in the period of higher or accelerating inflation it 
exceeded the core inflation. 
Raising price index 
followed a fast seasonal 
disinflation 
  
With all this in mind, inflation fell in 2003 from the previous year with 
an annual figure averaged about 4.5 to 4.6 percent. while the December 
figure could be 5.0 or 5.1 percent. as expected, i.e. somewhat lower than 
formerly estimated 
Annual inflation fell in 
2003 as well 
  
 
Gap between core 
inflation and CPI 
showing strong effect by 
seasonal pricing factors 
  
Inflation trends in Hungary and in the European Union 
change in comparison to the same month of the preceding year, per cent
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Considering COICOP groups of the consumer basket, the major factors 
of inflation could be disclosed. For Foodstuff and non-alcoholic 
beverages, it was seen from June that agricultural prices (producer prices 
of plants and vegetables) started to rise, so the October price level of this 
product category could average 2.1 per cent up from a year earlier.  For 
meat products some slow price increase was also seen but the prices 
continued to be lower than had been in 2002. Based on the processes, 
these products might well be more expensive by 2 about per cent 
annually. Behind the price increase of Alcoholic beverages and tobacco 
products, there played a role the change to excise taxes in addition to 
increasing costs of producers. In this category, the prices increased by 
9.2 per cent and 10.6 per cent measured on December 2002 until 
October of 2003 and during 12 months, respectively. For 2003 as a 
whole the same average is expected. 
Foodstuff price increase 
moderate but 
accelerating while 
excise tax on cigarettes 
rose 
  
Clothing and footwear is a typically seasonal product category. Besides 
significant monthly fluctuation of prices, the 12-month rates were in 
general about 3 per cent. Thus, the same figure is expected for 2003 as a 
whole. 
 
  
Disinflation was most marked for industrial goods. For durables nominal 
price fall was often registered in the statistics. Behind more expensive 
vehicles, there stood a weakening Hungarian Forint from June. 
Lower inflation of 
industrial goods 
  
The category of Housing, water, electricity, gas and other fuels increased 
their prices above the average inflation. The effect of price increase of 
pipeline gas was presented in July price index while that of electric 
power seen in the September price index. Services of maintenance and 
repair priced in the market as well as communal services (particularly 
garbage and sewage disposal) had increased prices above the average. 
For the year as a whole, an above-the-average – 6 to 7 per cent – price 
increase is expected the exact rate of which is, however, dependent on 
natural gas price subsidy.  The group of Furnishing and household 
equipment increased their prices on the average while with lower price 
increase or decrease of durables and general industrial goods or 
consumables all created the level of price increase below the average. 
Annual average is expected at about 1.0 per cent. 
Service fees of housing 
increased faster than 
those of the products 
  
It still holds true that market services increased their prices permanently 
above the average rate. This was especially the case where the service 
involved had no substitute or rival by its nature and/or in the local 
market, or where the enhanced purchase power would enable more 
significant price increase to be effected. The gap of price increases 
between the services and industrial goods is considered stable. 
Services prices 
increased above the 
average 
  
In healthcare the weight of medicines is determining. The latter’s prices 
increased by 7.2 per cent during 12 months through October (and from 
early in that year).  For the whole category of this product, the same rate 
– about 7 per cent on annual average - applies. 
Price increase of drugs 
somewhat above the 
average 
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In the category of Transport, there were lower price increases  
(sometimes falling prices in the first six months) for motor vehicles and 
parts while in August a fast pick-up of new car prices, quick price 
increase of services related to operation, maintenance and repair, 
moderate price changes to local transport and transport between 
locations as well as fairly volatile developments of fuel prices. Subject 
to further changes to fuel prices, the annual average price increase is 
expected at about 4 per cent in 2003. 
 
  
For Telecommunication, phone-related services had a moderate price 
increase below the average (about 1.0 per cent) facilitated by a fierce 
competition-led general fall in prices in the market from September. In 
the field of Recreation and culture, repair-related services were more 
expensive; prices of purchasable equipment and devices lowered while 
significant price increase was made for books, magazines and 
newspapers. Also, spare-time and cultural services were significantly 
more expensive. In overall terms, about an averaged price is expected 
for the year as a whole. The category of Education's price increase at 
over 10 per cent and the average is considered permanent. The 
Restaurant and Hotel services’ price increase fell a little. Future 
developments are subject to wage costs and purchase power in 
combination. Among Miscellaneous goods and services, the outstanding 
and high price increase of insurance and other financial services should 
be highlighted, in addition to hairdressing and body care services. 
Prices of books, 
newspapers significantly 
rose; market services 
prices increased above 
the average 
  
There were significant differences in price developments of productive 
sector. 
 
  
 
Characteristic 
fluctuation for 
agricultural producer 
prices 
  
Development of consumer and producer prices
change in comparison to the same month of the preceding year, per cent
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In the first six months of the year, agricultural producer prices were 0.4 
per cent left below the same period of previous year, and then as a result 
of fast price increase, those exceeded by 3.2 percent. the relevant period. 
At the same time, for plants and vegetables the price increase was 9.9 
per cent on the average of the first nine months up against 3.6 percent 
for the period of January to June (1.1 percent and 10.0 percent excluding 
fruits and vegetables for six and nine months, respectively). The price 
increase was significant for wheat, corn, potatoes as well as wine and 
grape-juice. Price increase of plants and vegetables was due to a short 
supply (wheat) or enhanced inputs. For animals and animal products, 
average price level of the first nine months was 6.0 per cent lower than 
measured a year earlier and equal to the figure for the first six months. In 
this context, positive indices of slaughter-calves and cattle as well as of 
the milk were different from the general falling trend.  
Fast-increasing 
producer prices in the 
branch of plants and 
vegetables in the first six 
months 
  
In the first six months of 2003, domestic industrial producer prices 
exceeded by 3.9 p.c. and 4.5 p.c. those a year earlier on the average of 
the first six months and ten months, respectively. Price increase was 
significant, particularly in the sectors of energy production and 
consumer goods. For the sectors producing for further use or those 
manufacturing durable consumer goods, the increase was not so fast. For 
the sectors manufacturing investment goods, a permanently low pace of 
price increase, which was even slower than the 2002 figures, due to 
business cycle reasons most of all. For 2003, a price increase of about 
4.6 per cent is expected based on the forecasts concerning international 
price trends and domestic economic upturn. Export selling prices in 
HUF terms increased from the middle of that year to make a figure 
about the last year’s level for that year as a whole. 
Domestic industrial 
producer prices 
increased faster than 
last year, following 
energy prices in 
particular 
  
The cost-based producer price index was 106.2 per cent in building 
industry in September of 2003 while it moved about 105 per cent until 
May and above 106.2 p.c. from June. The price increase was 5.5 per cent 
on the average of the first nine months, representing pace increase from 
the last year. 
Change to business 
cycle in building 
industry reflected in 
prices 
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5. Income and financial flows. Equilibrium  
  
5.1 Equilibrium factors  
  
Concerning net financing requirements/capacities of economic sectors, 
only the 2003 second quarter financial accounts are available. The 
national economy's external financing requirement further increased in 
the second quarter  amounting to HUF –465 billion and exceeding by 
more than HUF 100 billion the first quarter level already enhanced 
otherwise. In total, external financing in the first six months of 2003 
made up the amount almost 2.5 times as high as had been in the same 
period of 2002. Behind this structural changes to internal processes were 
found. The households' net financial savings showed a negative figure 
(HUF -34 billion) due to the strongly increased loan portfolio, that is, 
households were net borrowers instead of net lenders as had been 
traditionally in the past. At the same time, net borrowing of enterprises, 
which had been in net lending position last year, started to grow in 
accordance with our former expectations (financial and non-financial 
enterprises in total: HUF -335 billion) as a possible sign of a future 
recovery, in addition to an investment buoyancy. General government 
financing requirement were contracted in 2003, especially if compared to 
that very high figure in the fourth quarter of 2002. However, 
government’s borrowing increased by close to HUF 100 billion from the 
first three months. In total, in the first six months of 2003 the financing 
requirements of the general government, the households and the 
corporate sector had to be covered in full by external funds to be 
involved exclusively. 
Increasing external 
financing 
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Only partial information are available from the processes of the second 
six months suggesting that net borrowing of corporate sector continued 
to grow while indebtedness of households also kept the pace. The trend 
of deterioration in the current account is to mark increasing external 
financing requirement.  In consequence of increasing corporate 
borrowing and low level of households’ savings, external financing 
requirement of the national economy shows a rising trend despite the fact 
that the general government net borrowing is lower than in 2002. 
 
  
In the circumstances, general government financing requirement should 
be further reduced and, in addition, the households’ dynamically 
increasing borrowing needs curbed off. 
 
  
5.2 General government  
  
Based on preliminary figures, central government deficit
2   increased by 
HUF 252 billion. The deficit of January to November was HUF 1131 
billion or 136 per cent of annual appropriation. The central budget deficit 
was HUF 701 billion (123 per cent); the social security funds had HUF 
458 billion in deficit (or 165 per cent of annual appropriation) while 
extrabudgetary funds run a surplus of HUF more than 28 billion). 
Central government 
deficit achieved 136 per 
cent of the annual 
appropriation  by 
November-end 
  
 
 
  
                                                 
2  Monthly data present government without local governmnets, on cash basis. 
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Performance rate of revenues was also lower than the pro-rata figure of 
the annual appropriation of eleven months, similarly to the preceding 
months but more favourable (by 3.5 percentage points) than had been in 
the same period of 2002. Expenditures were unchanged to exceed the 
timely pro-rata share of annual appropriation. The gap between the 
performance rates of revenues and expenditures was 4.7 percentage 
points, for seasonal reasons as well since the November-end deficit was 
related to pension benefits paid out at an increased amount as well as 
wages disbursed for the month 13. 
Performance rate of 
expenditures … 
  
Detailed figures are only available for the first ten months. The deficit of 
HUF 878.5 billion in January to October 2003 was equal to 105.6 per 
cent of annual appropriation. Accordingly, the consolidated primary 
revenues of the two major subsectors of central government, namely the 
central budget and social security funds (excluding transfers between the 
levels of government and own revenues of central budgetary institutions 
which contains transfers to each other of a significant size), increased by 
12.6 per cent (7.7 per cent in real terms3) compared to the period of 
January to October 2002.  Within this tax and tax-related as well as 
social contribution revenues rose by 7.6 per cent in real terms. 
 
  
In accordance with our former expectations the growth rate of primary 
expenditures decelerated but still more dynamic than that of the primary 
revenues until October (13 per cent from January to October (8.1 per 
cent in real terms)compared to the same period of 2002).  
... and growth of those 
still higher than that of 
the revenues 
  
(Excluding debt assumptions and forgiveness at 2002 year-end) 
 
 
  
                                                 
3  For the calculation of real growth, the consumer price index was used as deflator, even if the logic of 
economics would have justified another indicator (e.g. GDP deflator) since only for the CPI there are 
interim (monthly) figures available. 
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and social security, changes in real terms)
100
105
110
115
120
ja
n
ju
n de ja
n
ju
n de ja
n
ju
n oc
2001 2002 2003
%
Expenditures (12 months/12 months)
Revenues (12 months/12 months)
Revenues, trend (corresponding month of previous year=100)
Expenditures, trend (corresponding month of previous year=100)
 38
Major revenue items developed in line with trends relevant to the former 
months. VAT revenues having the greatest weight among central budget 
receipts exceeded by nearly 6 percentage points the timely pro-rata figure 
and rose by 25 per cent compared to the period of January to October 
2002. The amount of net VAT revenue appearing in the central budget 
must be influenced by the modification of the seasonality of refunds, 
however, in the first ten months gross VAT revenues strongly (more than 
7 per cent) increased as well. The index of change relative to the 
previous 12 months seems to be stable from 8 to 9 per cent. 
For major revenue 
items former trends 
prevail 
  
The personal income tax or the type of revenue with the second largest 
weight again produced a performance rate at general government level 
lower than both the pro-rata (by almost 6 percentage points) and last 
year’s figures (close to 4 percentage points). PIT revenues increased by 
slightly more than 3 per cent in January to October. The ten-month 
revenue appearing in the central  budget was more than HUF 28 billion 
less than had been in 2002 as a result of lower growth rate and the 
increasing share to be transferred to local governments. 
 
  
The increase of receipts from social security contributions was 10.3 per 
cent from January to October compared to the same period of 2002. The 
performance rate of contributions in the relevant period was above 1 
percentage point left behind the pro-rata figure of ten months but 
exceeded by 0.6 percentage point the last year’s figure. 
 
  
There was excessive spending in October-end as well for the items 
where disbursements had formerly exceeded the timely pro-rata share of 
annual appropriation. The biggest excess in central  budget was seen for 
housing subsidies where annual appropriation was spent in 141.8 per 
cent. The amount of subsidies to economic organisations, interests paid 
and transfers to local governments also surpassed the pro-rata figure 
relevant for ten months. ‘Savings’ were generated for the expenditures of 
central budgetary institutions, targeted projects and investments by the 
central government. 
 
Among social security expenditures, the health insurance benefits in cash 
and in kind (sickness benefit, maternity benefit, health services, 
pharmaceutical subsidies) exceeded the pro-rata figure for ten months. 
Spending in excess of 
some appropriated 
expenditures 
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For pension spending, ‘savings’ still existing in October will disappear 
subsequently due to disbursements of increased amount in November. 
The Parliament increased the appropriations for health insurance benefits 
in kind in the law on final accounts for 2002 budget. 
 
  
Central government deficit  on cash basis is expected to be less at year-
end than in November since December will bring some revenue surplus. 
Based on the figures of January to September, the local governments’ 
balance excluding their loan and securities transactions as well as 
privatisation receipts may well be HUF 30.3 billion in surplus. Thus the 
annual balance is still projected around the status of equilibrium. 
Deficit may drop in 
December 
  
In 2004 the general government deficit should not exceed 3.8 per cent of 
GDP on ESA95 basis. The changes on the budget bill submitted would 
increase the cash-based balance (from 4.3 per cent to 4.5 per cent of 
GDP) while the accrual basis accounting will not be corrected in their 
balance. The difference is explained by the legislation changes of wage 
for the month 13, which are differently considered in the two accounting 
systems, namely to the cash basis and accrual basis approach. As a result 
of amendments, local governments funds were HUF 43 billion increased.
Deficit for 2004 may not 
exceed 3.8 per cent of 
GDP 
  
Differences of main expenditures from the pro-rata appropriations
                              (January-October, HUF billion)
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Financing conditions of government debt showed a mixed picture in 
the period since the publication of the last Flash Report. In the end of 
August and early September, reference yields dropped on every maturity. 
Lower average yield prevailed in the auctions and hedges for discount T-
bills rose while those for government bonds fell. The yields started to 
rise from the middle of September because of the weakening Hungarian 
Forint and mitigated foreign demand for Hungarian government 
securities. The Hungarian Government Debt Agency could only issue 
debt securities with various interest rates and less favourable yields. On 
31 October, selling wave and higher yield increase started in the 
secondary markets, which was unrealistic in light of economic 
fundamentals. To tackle the market liquidity disorder, the National Bank 
of Hungary entered in the secondary market and purchased long-term 
government papers through open-market transactions. It was not 
satisfactory but for a transitional stabilisation. In the government 
security market there was supply-side pressure as a result of which the 
yields further rose to a significant extent while the demand was left 
behind from its former level. The government paper stocks for auctions 
to be held in 2003 and intended for sale could be sold under harsh and 
unreasonable terms, therefore Hungarian Government Debt Agency 
reduced the amounts thereof. After the base rate was raised by 300 basis 
points, the yields further rose and two auctions of discount T-bills 
proved to be unsuccessful. In the third auction (for 12-month discount T-
bills) the bids were presented at HUF 48.6 billion with an average yield 
of 12.64 p.c. exceeding the yield of the recent discount T-bill auction by 
286 basis points. 
Rising yields and 
worsening conditions 
for financing 
  
Until October-end, repayments and HUF denominated government 
securities issue developed as planned. On annual basis, proper hedges 
prevailed both in the government bonds and discount T-bills markets. 
Secondary market transactions were still realised mostly in OTC 
markets. 
Government paper 
situation satisfactory on 
annual basis 
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In the end of August and early September, foreign-owned HUF 
government papers began to accrue at a faster pace with a historical 
height of HUF 2332 billion in hand.  The process was broken in the end 
of September. Foreign investors launched to retire. In the background 
stood a major expiration wave of bonds and the selling transactions that 
dominated the market in the last week of September.  Then smaller 
fluctuations emerged in the stock to achieve HUF 2180 billion by now. 
Non-residents’ government securities portfolio was contracted with the 
average term to maturity down by 1.5 months. 
Foreign-owned 
government papers fell; 
supply-side pressure 
weakened the Forint as 
well 
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Central government debt in gross rose 16.0 per cent to HUF 10703.38 
billion by the end of October from December 2002. The economic 
policy management is still on the view that government debt and budget 
deficit should be brought down relative to GDP as a very important 
objective. The Hungarian government debt in percentage of GDP has 
fallen in each year since 1993 except for 2002 while being below 60 per 
cent even the Maastricht criteria has been met since 1999. But the 
present base rate could make questionable further possible decline. 
A very important 
objective: to bring down 
government debt and 
budget deficit relative to 
GDP 
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5.3  Households’ financial savings  
  
The households' net financing capacity5 of HUF –34.0 billion in the first 
six months (of which the second quarter accounted for HUF –35.8 
billion) came partly as a result of savings in gross as expected in such a 
period of the year due to seasonal effects and, in particular, of change to 
the households’ loan portfolio still in dynamic expansion. In the 
background there stood the strong growth of loans for real estate 
purchases that increased by HUF 200 billion in the second quarter. This 
is the greatest increment since the introduction of government interest 
subsidy. Operational transations6, which are the most indicative of the 
households' decisions for consumption and accumulation purposes, 
disclose the processes in place more markedly since for these aggregates, 
the increase of financial liabilities exceeded by more than HUF 78 
billion the increase of households' financial assets. 
Households appeared to 
require for financing 
from other sectors. In 
the background, 
continued dynamic 
growth of real estate-
related lending in 
particular 
  
                                                 
4  The households' net financing capacity is the difference between the changes to financial assets and 
liabilities in a given period as a result of transactions. Transactions of a given period include operational 
transactions or the interest compensation for inflation. 
5  Operational transactions come as a result of the change to assets and liabilities during a given period of 
time adjusted for revaluation due to exchange rate modification, interest compensation for inflation and 
other changes to volume. 
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Due to the transactions in the second quarter of 2003, the households 
enlarged their financial assets by more than HUF 269 billion added by 
further HUF 89 billion from revaluation due to exchange rate 
modification. The sector's 12-month savings in gross (increase in assets 
as a result of transactions) was stagnant since the year-end of 2001, thus 
a dynamic expansion of loan portfolio continued to determine the 
households' net position. The fast run-up of liabilities registered since 
2001 resulted in continuously and shortly (during a year and a half) 
unbuilding the households' annual net financing capacity. The present 
12-month value of it is HUF 259.0 billion or hardly 40 per cent of that in 
the second quarter of 2002. 
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The sector’s foreign exchange deposits fell significantly (by close to 
HUF 20 billion) in the relevant quarter. At the same time, the 
households’ cash assets and HUF deposits (HUF 155 billion) as well as 
the volume (HUF 95 billion) of insurance-specific reserves largely 
increased. 
 
  
 
 
  
Shrinking net financing capacity of households is deducted partly from 
Hungary's emerging economic status of transition. The processes of the 
recent period suggest however such a fall that must make a bad impact 
on the country's equilibrium, growth outlook and the success of 
disinflation. A key variable should be to the efficiency of economic 
policy decisions in the future how much internal ratios of consumption 
and accumulation can be changed. 
Overall, negative 
financing capacity 
characteristic of the first 
three quarters of 2003 
while any improvement 
is expected only in the 
last months of the year. 
  
5.4  Corporate sector  
  
Taking off the lowest point in December 2002, the enterprises’ financing 
needs showed a strong growth.6  The financing was increasingly realised 
through the domestic banking system. The enterprises’ net loans with 
domestic banks were enlarged HUF 778 billion in the first three quarters 
of which HUF 167 billion emerged in the third quarter. The increase was 
almost in full due to the credit expansion. The lending run-up was 
particularly marking in the second quarter, resulting in an outstanding 
jump by HUF 410 billion. 
Domestic banks 
financed enterprises 
with almost HUF 780 
billion 
  
                                                 
6  Business sector excluding credit institutions 
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The fall of enterprises’ foreign funds involvement seemed to come to a 
halt in the second quarter since foreign financing increased by HUF 42 
billion in that period. It was in particular the increase of FDI inflow that 
began in May and continued in the third quarter as well to result in the 
growth of foreign financing. However, the enterprises repaid their 
intercompany loans at a rate exceeding FDI inflow as a result of which 
the total foreign funds involvement fell again  by HUF 82 billion, in 
addition to smaller changes to other items. Thus, foreign financing 
totally fell by HUF 236 billion  in the first nine months. 
Despite increasing FDI 
involvement foreign 
financing fell 
  
Government securities making more than half the enterprises’ savings 
increased by HUF 36 billion in the third quarter of 2003. In that period, 
only the other financial enterprises increased their government security 
investments while non-financial enterprises somewhat narrowed their 
portfolio of government securities. In trend investment notes produced 
the same path, thus the combined stock of government securities and 
investment notes in business sector increased by HUF 30 billion in the 
third third quarter. In the first three quarters of 2003, these investments 
made up HUF 285 billion or 14 per cent more than a year earlier. 
Non-financial 
enterprises cut their 
government security 
investments 
Corporate sector net financing
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Processes discussed suggest that enterprises implemented foreign funds 
involvement at an amount of HUF 110 billion through the channels in 
question. (Overall compilation of financial accounts for the third quarter 
was not yet prepared.) This growth of financing needs also refers to the 
recovery of business activity possibly strengthened by the first signs of 
the  international economic upturn as well.  
Enterprises financing 
needs increased by HUF 
110 billion 
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5.5  Current account  
  
By the end of September of 2003, current account deficit achieved EUR 
3.5 billion against EUR 1.5 billion in the same period of previous year. 
The deterioration occurred in real economy, in particular, in the trade in 
goods where the deficit of EUR 2.6 billion exceeded by EUR 1.4 billion 
the figure of 2002. Effective export losses of the first six months stopped  
since then, and the dynamics of export in goods specifically began to 
grow in the third quarter. 
Current account 
worsened by EUR 2 
billion in the first three 
quarters 
  
The adverse impact of export fall (by EUR 550 million) of the first 
quarter could be significantly compensated by the surplus in export 
(EUR 400 million) in the third. In the first nine months of the year, thus 
in terms of values, exports were only 0.6 p.c. lower than had been a year 
earlier.7 Based on foreign trade figures, there were the dynamic 
expansion of imports for investment purposes and rising volumes and 
prices of fuels, electric energie as well as consumption explaining that 
higher imports. 
 
  
While the dynamics of deterioration in trade of goods is expected to 
mitigate in the third quarter and – subject to import growth – in the 
second six months, for services the third quarter made a surprise. After 
the dramatic drop (by EUR 1.0 billion) of positive balance of tourism in 
2002 the further sagging (EUR –374 million) was mitigated as expected. 
In addition to the slowdown of export dynamics of other services, the 
accelerated imports resulted in a significant growth of deficit in the third 
quarter. As a result the traditional balance-improving role of services 
(including travel, business, transportation, technical and cultural 
services) discontinued by the end of September, the trade deficit of 
services (EUR –131 million) enhanced deterioration of external balance. 
The decline of tourism all over the world has seemed to continue due to 
the economic recovery reluctant to start and resumed terrorism risks. 
Therefore, further improvement is hardly expected in the near future. 
Meanwhile the falling demand in external markets  and rising domestic 
demand both affected the balance of other services.  
Trade in goods 
deteriorated less than 
services in the third 
quarter 
  
As for incomes, the net outflow dropped as a result of the mitigated 
profit transfer and increasing interest rates in the first three quarters. 
Moderate increase of proceeds continued from current transfers. 
Income positions for  
current transfers  
improved 
  
                                                 
7  Current account figures are expressed in euro. Based on foreign trade statistics, the exported volume 
increased by some 1.0  p.c.  as estimated in the first nine months. 
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In the year of 2003 as a whole, the current account deficit may well 
achieve EUR 4.5 billion as to our present knowledge with regard to the 
processes that seemed to evolve for services in the third quarter. If the 
dynamics of imported goods is not mitigated in the fourth quarter, then 
trade deficit could be higher despite the growth of exported goods with 
better figures than expected. With downside risks included, the current 
account deficit could be from EUR 4.5 to 4.7 billion (or 6.2 to 6.5 in 
GDP percentage). Most recently, the current account deficit was of the 
same rate in 2000 (6.2 p.c.) when it was also the raised trade deficit for 
goods caused the current account positions to be worsened. 
Subject to the imports 
and interests paid, 
external deficit may 
achieve 6.2 to 6.5 p.c. of 
GDP in 2003 
  
Financing structure of current account deficit had long been adverse.  
While non debt creating financing of EUR 724 million was only EUR 
100 million less than the same figure in 2002, the amount of current 
account deficit was EUR 2 billion more. Portfolio channel was 
experienced to produce stable net outflow (EUR 403 million and EUR 
70 million in January to September of 2003 and in 2002, respectively). 
However, it could not offset the financing deficit raised as a result of 
lower investments by non-residents and more intensive capital export by 
residents. The non debt creating funds could finance only 20 per cent of 
the current account deficit in the first nine months of 2003 (2002: 55 
p.c.). Thus indebtedness further continued. By the end of the relevant 
year, privatisation proceeds should significantly improve this ratio as 
well. (The chart below includes the preliminary figures of the last 
months of 2003 making some distortion in the trend figures in the event 
that, as is likely, a turn in trend is ahead. Sharp deterioration of the 
current account is supposed to ease down if the new figures are entered.)
Non debt creating   
funds financing the 
increasing  current  
account deficit at 20  
p.c. 
  
 
 
  
Budapest, 10th December 2003. 
The current account deficit and the non debt creating financing, 
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TABLES 
Table 1.
change from the same period of the previous year, %
1999 2000 2001
I-IV. I-IV. I-IV. I. I. I-III. I-IV. I.  1 - 2 I.  1 - 4  1 - 5 I.  1 - 7  1 - 8 I-III.  1 - 10
quarter quarter quarter quarter
half of 
year quarter quarter month month quarter month month half of year month month quarter month
GDP volume 15/ 4.2 5.2 3.8 2.9 2.9 3.1 3.3  -  - 2.7  -  - 2.5  -  -  2,9*  -
Household consumption 4.8 5.0 5.3 8.2 7.9 8.4 8.8  -  - 8.1  -  - 7.9  -  -  -  -
Gross fixed capital formation 5.9 7.7 3.5 8.6 6.5 6.0 5.8  -  - -1.2  -  - 0.5  -  -  2,1*  -
Exports of goods and services 12.4 21.0 8.8 4.5 5.3 4.6 3.8  -  - 3.2  -  - 2.4  -  -  -  -
Imports of goods and services 13.3 19.4 6.1 4.4 4.6 5.5 6.1  -  - 5.3  -  - 7.5  -  -  -  -
Volume of retail trade turnover 14/ 7.9 2.0 5.4 14.5 13.3 11.4 10.7 12.5 10.4 9.1 10.1 8.9 8.2 8.6 8.3 8.3  -
Volume index of investments 5.3 6.5 3.5 8.6 6.4 5.9 5.8  -  - -1.2  -  - 0.5  -  - 2.1  -
Foreign trade turnover 1/:  export volume 15.9 21.7 7.8 5.4 7.0 7.6 6,8  /12 6.3 1.9 2.8 2.1 1.7 1.9 3.2 3.6 4.6  -
                          import volume 14.3 20.8 4.0 3.3 3.8 5.2 6,1  /12 2.5 2.6 4.5 5.7 6.4 7.0 7.7 8.4 9.2  -
 -  -  -  -  -  -  -  -  -  -
Volume of industrial production 10.4 18.2 3.6 0.0 0.7 2.3 2.8 4.5 2.5 4.0 3.6 3.8 3.9 4.1 4.4 4.6  5,3*
Volume of construction-installation activities 8.3 7.6 8.3 25.1 23.4 20.3 17.8 3.5 -10.5 -14.6 -13.0 -7.9 -3.8 -3.2 -2.1 -1.8  -
Number of employees (in thousands)
household survey (annual average) 3811.5 3849.1 3859.5 3840.0 3853.8 3864.6 3870.7 3862.4 3847.5 3859.6 3872.8 3878.5 3891.8 3896.3 3902.6 3911.9 3919.3
labour statistics 2/ 2691.4 2718.1 2720.8 2705.0 2714.5 2720.9 2726.1 2716.0 2722.2 2724.3 2729.8 2735.5 2740.3 2743.3 2746.3 2746.2  -
Vacancies (in thousands) 3/ 42.6 39.2 37.3 47.3 48.6 49.8 34.0 31.9 37.7 42.7 47.7 50.8 50.8 46.5 47.5 52.7  -
Number of unemployed (in thousands) 3/ 404.5 372.0 342.8 368.2 328.5 334.2 344.9 374.3 388.3 386.2 368.6 351.0 336.2 344.6 347.4 344.7  -
Rate of unemployment (household survey, %) 7.0 6.4 5.7 5.8 5.7 5.8 5.8 6.6 6.5 6.4 6.3 6.2 6.1 6.1 6.0 6.0 5.9
 -
Consumer price index 10.0 9.8 9.2 6.2 5.9 5.4 5.3 4.7 4.6 4.6 4.4 3.6 4.3 4.4 4.4 4.4 4.5
Index of industrial domestic sale prices 7.2 14.5 9.4 1.2 1.2 1.2 1.6 3.5 4.3 4.4 4.2 3.9 3.9 4.0 4.2 4.3 4.5
Index of industrial export sale prices 2.8 8.5 1.5 -5.2 -4.8 -4.3 -4.5 -3.1 -2.7 -2.4 -2.4 -2.6 -2.0 -1.5 -1.1 -0.8 -0.5
Agricultural production prices 2.6 22.5 4.9 -8.6 -10.7 -5.4 -1.1 6.2 -0.5 0.3 -0.5 -1.0 -0.4 2.6 3.2 3.2  -
Competitiveness 10/
based on manufacturing prices -0.1 -5.3 -9.0 -9.7 -8.9 -7.8 -7.9 -6.1 -5.4 -5.1 -4.6 -4.3 -3.2 -2.6 -2.2 -1.9  -
based on CPI -1.7 -1.6 -7.6 -11.2 -10.5 -9.2 -9.1 -6.4 -5.4 -5.4 -5.0 -5.0 -3.9 -3.2 -2.7 -2.5  -
based on ULC (value added) 2.6 1.0 -7.9 -14.2 -13.3 -11.8 -11.2  .  . -5.8  .  . -4.0  .  .  . .
ECONOMIC INDICATORS
Real Sector, Prices, Competitivness
2002 2003
2004.01.12  15:12
Table 2.
change from the same period of the previous year, %
1999 2000. 2001
I-IV. I-IV. I-IV. I. I. I-III.  1 - 10 I-IV.  1.  1 - 2 I.  1 - 4  1 - 5 I.  1 - 7  1 - 8 I-III.  1 - 10
quarter quarter quarter quarter half of year quarter month quarter month month quarter month month half of year month month quarter month
Average earnings: gross 16.1 13.5 18.0 19.4 18.3 18.4 18.5 18.3 20.9 17.1 15.2 14.8 14.3 14.1 14.1 14.2 13.5  -
net 12.7 11.4 16.2 18.7 18.0 18.6 19.2 19.6 23.1 20.5 18.9 18.5 18.1 18.1 18.1 18.1 17.0  -
Household savings (HUF billion) 870.9 1049.9 1145.4 179.9 427.5 710.5  - 1196.8  -  - 193.2  -  - 653.2  -  -  -  -
credits (HUF billion) 121.0 245.4 391.8 92.9 293.1 545.7  - 769.9  -  - 196.2  -  - 508.8  -  -  -  -
General government GFS balance (HUF million) 4/ -424.1 -480.2 -444.0 -242.9 -501.4 -756.3 -801.9 -1685.6 -44.4 -208.2 -282.1 -400.4 -408.7 -601.1 -601.9 -707.6 -809.4 -878.5
Central budget GFS balance (HUF billion) 4/ -338.1 -368.7 -402.9 -186.9 -359.6 -507.4 -531.4 -1469.6 -12.9 -140.8 -224.1 -275.6 -252.9 -458.6 -424.8 -481.4 -588.6 -609.3
primary balance (HUF billion) 414.1 329.7 212.7 -29.7 -7.9 -16.1 18.4 -832.0 23.3 -31.5 -70.3 -39.2 27.3 -89.5 -14.3 -7.4 -69.8 -9.0
revenue change 4/ 22.5 14.2 10.5 5.8 7.4 8.0 8.4 7.1 23.9 14.1 10.0 11.5 12.6 11.3 12.5 12.9 12.9 -11.9
expenditure change 4/ 12.3 13.7 10.4 20.9 21.2 18.8 17.8 30.4 10.5 11.3 11.6 12.0 9.5 13.7 13.9 13.4 13.4 12.3
Social Security Funds 5/: balance -46.6 -81.4 -28.8 -63.4 -146.9 -256.6 -279.7 -100.9 -42.1 -87.8 -79.4 -147.6 -180.9 -169.4 -211.7 -261.8 -256.2 -304.3
revenue change 15.4 10.7 18.6 11.0 10.8 10.4 11.4 17.2 13.0 12.8 20.5 16.3 14.5 16.7 15.2 14.0 15.1 13.2
expenditure change 11.7 12.5 14.9 16.1 17.5 21.2 21.3 20.4 23.6 21.9 21.0 22.7 17.0 16.5 16.6 12.5 13.0 12.6
Government paper benchmark yielos (average annual) 6/ 
3 month 12.87 11.80 9.80 8.38 8.90 9.53 9.46 8.24 6.75 5.48 6.27 6.38 6.37 7.63 9.57 9.53 9.41 9.49
12 month 12.92 11.57 9.21 8.31 8.82 9.67 9.67 7.95 6.51 6.20 6.58 6.46 6.31 8.12 8.97 9.16 8.87 8.77
3 year-bonds 10.89 10.74 8.17 7.84 8.90 9.29 9.02 7.37 6.88 6.84 6.64 6.50 6.29 7.86 8.47 8.58 7.97 8.32
5 year-bonds 10.30 9.11 7.72 7.42 7.98 8.47 8.02 7.00 6.74 6.54 6.74 6.36 5.98 6.51 7.49 7.90 7.87 7.45
10 year-bonds  - 9.04 7.06  - 7.79 7.34 7.39 6.44 6.51 6.42 6.50 6.31 5.95 6.08 6.75 7.70 7.22 7.11
15 year-bonds 6.68 6.83  -  -  -  - 6.34  - 6.34 6.23  - 6.51  - 7.14  - 7.11
Interest rates 6, 7/:  -  -  -  -  -  -  -  -  -  -  -  -  -
with maturity less than a year credit 15.4 12.80 11.18 9.7 10.1 10.7 10.6 9.7 8.27 7.00 8.23 8.23 7.96 8.68 10.69 10.35 10.48 10.74
deposit 12.8 9.50 8.40 7.0 7.0 7.5 7.8 7.4 5.47 3.89 5.11 5.42 5.43 6.57 7.98 8.14 8.44 8.63
with maturity more than a year credit 15.8 13.40 11.15 9.5 10.5 10.9 11.5 9.7 9.54 9.69 9.37 8.06 7.80 9.53 8.79 10.47 10.35 10.90
deposit 13.0 9.40 7.70 5.4 7.0 7.2 6.8 8.0 5.14 4.67 5.06 5.36 5.29 6.84 8.48 8.56 8.60 8.68
Increase of money supply 8/ 15.9 12.9 17.2 16.1 17.1 14.4 15.6 18.9 10.9 13.0 12.9 12.1 13.5 20.6 9.8 6.8 19.3 23.0
Current account of balance of payments (mEUR) new methodology -2301.0 -3152.0 -1967.0 -480.0 -1205.0 -1491.0 -1825.0 -2771.0 -200.0 -626.0 -849.0 -1441.0 -1746.0 -2314.0 -2722.0 -3189.0 -3545.0  -
Net foreign debt denominated in foreing currencies (bEUR) old meth.9/ 5.7 7.0 4.3 4.8 5.2 4.4 4.7 4.2  -  - 5.9  -  - 6.5  -  -  -  -
BUX index 3/ 8819 7865 7122 8113 7253 7102 7345 7739 7486 7212 7423 8116 8337 7782 8288 9060 8930 9571
ECONOMIC INDICATORS
Income and Monetary Aggregates
2002 2003
2004.01.12  15:15
METHODOLOGICAL REMARKS
for Table 1 and 2
Signs:   * Preliminary data;  . : data is not available yet; - : no data for the period
  1/  Including industrial customs free zones. The Statistical Office price indexes are published quarterly;
       the volumes for other periods are calculated with estimated price indexes.
  2/  Data for firms with more than 5 employees  and for budgetary institutions total.
  3/  End of period data.
  4/  Excluding privatization receipts. At the general government the interim data do not include the local governments.
       The 1999 central budget includes the basic and special programs operated as decentralized funds previously.
  5/ Total revenues and expenditures of the Pension Fund and Health Fund are not consolidated 
       with the non-self-provided services.
  6/  The yield or interest in the last month of the period.
  7/  At deposits with maturity longer than a month but not longer than a year.
  8/  M3 does not include deposits with an agreed maturity over 2 years and debt securities with over 2 years' agreed maturity issued by motetary
       financial institutions. However, it includes holdings by residents other than monetary financial institutions of MNB bonds with up to 2 years' agreed
        maturity plus holdings by residents other than monetary financial institutions of investment units issued by money market funds.
  9/  Excluding intercompany loans
10/  Price based indicators seasonally non-adjusted, unit labour cost based indicators seasonally adjusted
11/ As a consequence of correction of short term credits the net foreign debt has changed.
12/ There is a change in the statistical methodology from December 2002, therefore the CSO corrected only the annual volume indices.
       According to the CSO publication exports went up by 5,9 % while imports increased by 5,1 % in 2002.
13/ Without part-time employees
14/Including sales of motor vehicles and antomative fuel
15/For 2002-2003: according to the methodology of the quarterly national accounts
2004.01.12  15:16
 2001 2002 2003
fact prel.fact expected
volume change over the previous year,%  
Gross Domestic Product 3.8 3.5 cca.3
   Domestic use of G D P 1.9 5.3 cca. 5,5
  
   of which:household consumption 5.3 9.4  7 - 8
                 gross fixed capital formation 3.5 7.2  3 - 4
   Foreign trade turnover (goods and services)
      Export volume change 8.8 3.8  4 - 6
      Import volume change 6.1 6.1  8 - 10
 change in percentage of  previous year  
   Gross average wages 18.0 18.3 cca.12
   Net average wages 16.2 19.6 cca.16
   Real wages, per employees 6.4 13.6 cca.10
   Consumer price index (annual average) 9.2 5.3  4,5 - 4,6
at current prices  
   Deficit of foreign trade balance, Euro billion 3.6 3.4 cca.5
   Current account deficit, Euro billion 2.0 2.8  4,5 - 4,7
in percentage of GDP  
Indicators in percentage of GDP:
   ESA95 general government deficit 4.7 cca. 9,4 cca.5
   Current account deficit 3.4 4.0  6,2 - 6,5
Main Indicators of the Hungarian Economy
2001 - 2003
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